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Redempuons Force More Funds to Uquidate 

IN MORE PROOF that bad markets can be self-fulfilling, the number of mutual funds that are liquidating is on the rise. 

Some 345 share classes of stock mutual funds have 
liquidated this year, through Nov. 1 , according to 
Lipper. That's up 69% from the same period last year 



forced to sell in order to meet margin calls. In tur 
worried mom-and-pop investors are pulling their 
money out of mutual funds, which is forcing fund 
managers to sell stocks to raise cash, hurting 
performance and risking losing more shareholde 



Explore the Fidelity CD Center. 

• FDIC-insured coverage 

• CDs from over 500 banks 

• Lots of options, all m one place 



industry as a result. Fidelity, which hasn't liquidated any funds this year, has said it'll lay off 1,300 employees, or 3% of 
its worl^ force, this month. A second round of job cuts is expected next year. American Century has cut 270 jobs, or 
1 7% of its work force. Morningstar's Kaise S^iws^skswiffK has said cutbacks could become "an alarming industrywide 
problem as redemptions reach an all-time high and fund companies are forced to scale back their resources." 

3 cost is ultimately borne by the shareholders who 
IS Morningstar's Karen Dolan has «.:!pj3!7fc^<S, if a 
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of redemptions is manageable in the short run. There's a 



Schaeffer says by the end of 2008 Reflow should have 30 clients. Some current ones include Oppenheimer. If your 
mutual fund uses Reflow, it may be some consolation that it's employing a novel technique to better manage a fund 
performance. Aside from that, "there's really not too many things a manager can do," says Morningstar analyst Andrew 
Gogerty. Managers can opt to keep more cash on hand rather than putting it to work in the market, but then again cash 
on the sidelines is already contributing to illiquidity in the market. Managers can also tighten up their portfolios to focus 
on their highest-conviction investments and strategically sell stocks to offset any capital gains and lower year-end tax 
bills. 



Allianz OCC Small Cap Value Fund, which li< 
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